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Mr. Speaker, I rise before the House today to provide Honourable 
Members with a statement on the status of collective bargaining in the Public Service. 
I believe it is important that Members are aware of the current situation and that the 
facts be clearly presented. 


You will recall that in the February 26 Budget, the then Minister of 
Finance set out the government’s wage policy for the next three fiscal vears. In fiscal 
year 1991-92, salary budgets in departments are frozen at the level of the previous 
year. The Minister indicated at the time that any negotiated wage increase this year 
would require a corresponding reduction in employment and that, in any case, the 
government would not contemplate wage increases this year of more than 3 per cent. 
In the following two fiscal years, provision is made for annual increases of up to 
3 per cent. 


This approach was imposed by economic necessity, balanced by a desire 
to continue collective bargaining with the unions. In that spirit, I met with the leaders 
of the Public Service unions on the day following the Budget to explain the Budget 
policy to them personally, and to seek their cooperation in negotiating agreements that 
the Canadian public can afford. 


Since February, there have been regular collective bargaining sessions with 
Public Service unions representing 58 of the 80 bargaining units and 184,000 of the 
190,000 employees subject to collective agreements. I regret to inform the House that 
unions generally have not agreed to accept, in their negotiating demands, the limits 
established by the Budget -- and the fiscal situation that lies behind it. Union leaders 
have continued to make wage and benefits demands that are well beyond the capacity 
of the public purse. Indeed the leadership of the two largest unions, the Public Service 
Alliance of Canada and the Professional Institute of the Public Service of Canada have, 
to my considerable regret, publicly stated that their unions will take whatever action is 
required to force the government to change its wage policy. 


Mr. Speaker, the government and the country are faced with a fiscal 
Situation that must be addressed. The government outlined its full dimensions in the 
Budget and we owe it to the Canadian public, who are faced with the corrosive effects 
of recession in every sector of the economy, to live within the measures announced at 
that time. The fiscal imperatives are clear: we must contain both the deficit and 
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inflationary pressures if interest rates are to be brought down to a level that will lead 
to a sustained economic recovery. Continued federal government leadership in dealing 
with inflationary public sector wage pressures is an essential part of this strategy, and 
the actions of six provinces who have followed our lead since the Budget show that it is 
the right course. 


As President of the Treasury Board I must pursue this objective in a way 
that preserves the integrity of government services to the Canadian public, while 
minimizing the impact on public employees. In addition, this government is engaged in 
a far-reaching process of renewal in the Public Service that I do not wish to see 
compromised. Its two cornerstones are a more service-oriented Public Service and 
greater attention to the human dimension in managing the Public Service. 


My strong preference, therefore, is to continue to work with the unions to 
arrive at fair settlements for our employees that are within the limits of what the 
government and the taxpayer can afford to pay. 


At the same time, I will be the first to acknowledge that the choices we 
have offered the unions are not very palatable to them, any more than they have been 
to the government. This is reflected in the current state of the collective bargaining 
negotiations. By June 21, the last day before the summer recess of Parliament, 55 of 
the 80 bargaining units, representing some 165,000 employees, will have collective 
agreements that have expired, in five cases for more than one year. By the time 
Parliament reconvenes in September, a further eight agreements will have expired. By 
that time also, as many as 38 bargaining units and 170,000 Public Service employees 
could be in a legal position to strike. In addition, we expect binding awards to be 
handed down in early July for 18 occupational groups represented by the Professional 
Institute of the Public Service of Canada. 


Mr. Speaker, these are the facts of the situation. I would now like to 
advise the House of the guiding principles that the government intends to follow during 
the summer months as this situation unfolds. We will continue to press for negotiated 
settlements for as long as the unions are willing to come to the table. We owe this 
much to our employees and to the system of collective bargaining itself, which has 
served both employer and employees well over the years. 


But we will move swiftly and firmly if the situation deteriorates 
unacceptably. We will seek the recall of Parliament to enact the necessary legislation if 
there are illegal strikes or if there is unreasonable disruption in service to the public. 
As announced in the Budget, we will act to modify any arbitral awards that go beyond 
the 0-3-3 guidelines to bring them in line with the Budget. If we are forced to 
introduce legislation, it will cover all departments and agencies for which the Treasury 
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Board is the employer as well as other public bodies that are dependent to a significant 
degree on Parliamentary appropriations. This would include Parliament and its 
employees. And the same terms will apply to all: a 0 per cent increase in wages in 
fiscal year 1991-92 or in the period immediately following the expiry of a collective 
agreement and 3 per cent in the following year. Three groups whose contracts had 
already been the subject of protracted negotiations before the Budget -- the 
Translation, Auditing, and Computer Systems Administration groups -- will be provided 
with higher settlements for the period before this fiscal year, but they too will then be 
covered by 0 and 3. 


This legislation, then, would apply for the first two years of the three- 
year compensation restraint program announced in the February 26 Budget. The 
government remains committed to the Budget ceiling of 3 per cent in the third year of 
the program. The Minister of Finance announced in the Budget inflation targets for 
the next five years: 3 per cent by the end of 1992; 2/2 per cent by the middle of 1994; 
and 2 per cent by the end of 1995. These reduced inflation levels should allow us to 
achieve the third year of the compensation restraint program through collective 
bargaining. 


Having stated my desire to continue to negotiate, I recognize that for 
some bargaining groups it may not be feasible to expect a voluntary agreement by the 
time the House returns on September 16. If this proves to be the case, I think it will 
probably be in the best interests of all concerned to introduce compensation restraint 
legislation at that time to cover those who have not been able to settle for at least a 
two-year agreement within the 0-3-3 limits. I am very conscious that this would mean 
the suspension of collective bargaining for this round, but it may be the fairest course 
to take under the circumstances. 


These are hard measures, made necessary by hard times. But in the 
economic climate in which we live, I do not think it is unreasonable to expect public 
sector employees to assume their share in working towards recovery. In my own recent 
travels across Canada, I have met with Public Service employees at all levels and in all 
regions. I have concluded that these employees -- who after all are taxpayers 
themselves -- are indeed prepared to accept lower wage increases over the short term 
in order to make the future brighter for us all. 


I have received a second message, however, both from union leaders and 
from employees. The recession and the government’s fiscal situation have created 
profound -- and understandable -- uncertainties in the minds of Public Service 
employees about the risks of losing their jobs. They are aware of the job losses and 
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other sacrifices that are being felt in the private sector, and they are deeply conscious 
of the potential implications for themselves of the wage targets announced in the 
Budget. This uncertainty also undermines the effective delivery of government services, 
and I want to put an end to it. 


On May 29, I advised union leaders that the government had effectively 
lost any room it might have had to negotiate wage settlements for the current fiscal 
year at an increase of more than 0 per cent. Indeed, to proceed with a 3 per cent 
increase three months into the fiscal year would probably mean releasing more than 
the 6,000 employees forecast in the Budget. But the other side of this coin is that a 
freeze on wage levels eliminates, for all practical purposes, the necessity to reduce 
further the number of jobs in the Public Service during the period of such a freeze. 
We will continue to need to change or eliminate specific jobs as the Public Service 
adjusts to changing demands for its services. But here and now, I can make a 
commitment that every current employee of the Public Service who is affected by any 
such changes resulting from the Budget will be offered a position on comparable terms, 
for the period for which the wage freeze applies, if he or she is willing to be trained 
and relocated. 


In that spirit, I would also like to announce that departments will be 
instructed not to proceed with contingency plans that they were asked to develop at the 
time of the Budget to absorb any wage increases in 1991-92 above 0 per cent. There 
will therefore be no reason for layoffs in the balance of this fiscal year as a 
consequence of the Budget. 


This is not job security in the sense in which union negotiating demands 
too often mean it, as a guarantee of lifetime employment. That is unacceptable. But 
like good employers in the private sector, we recognize that it is in the interests of the 
employer and employees alike to have as much continuity and certainty as possible in 
order to have a productive and stable work force. 


This government’s record in redeploying employees whose jobs are 
eliminated for other reasons is in fact an excellent one, as the experience of the 
recently completed five-year downsizing program demonstrates. This has been thanks 
to the Work Force Adjustment policy, which has provided an equitable safety net for 
employees. That policy expires on June 30, but we are very much interested in 
negotiating a new one in consultation with the unions, under the auspices of the 
National Joint Council. In doing so, we are prepared to explore ways of alleviating 
union concerns about the effects of contracting out in particular. Our discussions with 
union representatives have made good progress, and I am hopeful that we can arrive at 
an agreement. 
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Mr. Speaker, today I am asking the leadership of the Public Service 
unions to go an extra mile with us in avoiding major disruption to the Canadian public 
this summer. In my time as President of the Treasury Board, I have developed a great 
respect for them personally and for the system of collective bargaining that is one of 
the foundations of our Public Service. I know they share the priority that I give to 
maintaining the highest possible quality of service to the Canadian public. 


I know too that the union leaders understand that the government will 
not deviate from the terms of the February 26 Budget, especially at a time when there 
is mounting evidence that we are on the right track and have the strong backing of 
Canadians for what we are seeking to do. But I believe there continues to be real 
scope within the Budget to arrive at negotiated settlements that meet the needs of our 
employees. The government will introduce legislation if it must, but I would prefer to 
try to make the established institutions of staff relations work in these difficult times as 
well as they do in better circumstances. 


Thank you 
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